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AICPA’s Board of Directors
Nine Steps to Reduce Financial Statement Fraud
Step 1: Mandatory Anti-Fraud Awareness Education for AICPA Members
The rate and magnitude of financial statement frauds being perpetrated as a
result of unethical behavior is increasing at a staggering rate. Investors and
other users of audited financial statements deserve to know that the AICPA is
working very diligently to protect them as much as possible from this unethical
behavior. It is management’s responsibility to prepare and present financial
statements fairly and clearly. It is the auditor’s responsibility to provide
reasonable assurance of the absence of fraud that is material to the financial
statements. Auditors cannot provide absolute assurance because fraud
inherently involves concealment, which conventional audit techniques may not be
able to detect. To better enable our members to prevent and detect fraud, the
AICPA is requiring that all of its members, those in public practice as well as
those in industry, dedicate eight credits of their 2002 annual continuing education
requirements to the study of anti-fraud awareness. The training will include
understanding common fraud schemes, the latest trends and techniques in
preventing and detecting fraud and other behavioral issues that involve fraud.
Training must be completed by March 31,2003.
Step 2: Mandatory Anti-Fraud Awareness Education for Corporate America

The first line of defense against the occurrence of financial statement fraud rests
with corporate America. To better enable corporate America to understand their
role and responsibility to have effective programs to reduce financial statement
fraud, the AICPA Board of Directors calls upon the stock exchanges to require
mandatory anti-fraud training for all members of management, boards of
directors and audit committees. The training should focus on the roles and
responsibility of management and those in corporate governance to set up an
effective program, common fraud schemes, motives, and other issues of
corporate governance. We would encourage the exchanges to mandate this
training by March 31,2003.
Step 3: Changing College Curriculum to Include Anti-Fraud Courses

The deterioration of ethical and moral behavior is having a drastic impact on the
business environment. It is important that the next generation of accountants
have the knowledge and skills necessary to prevent and detect fraud and the
behavior issues that involve fraud. The AICPA Board of Directors strongly
encourages the American Accounting Association, chairs of University
accounting schools and college textbook authors, to promptly integrate anti-fraud
materials in the accounting colleges and universities curriculum. The anti-fraud
materials should give students the knowledge and skills to understand the
fundamental characteristics of fraud, identify factors that may indicate that fraud
exists, and teach students enhanced interviewing techniques.
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Also, the Board of Directors encourages the AICPA’s Board of Examiners to, as
soon as possible, consider increasing its coverage, to extent allowed by the
Practice Analysis, the knowledge of the fraud standard in the UNIFORM CPA
EXAMINATION, and the skills necessary to apply those standards.
Step 4: Establish an Institute for Fraud Studies

The AICPA, in partnership with The University of Texas at Austin, the Association
of Certified Fraud Examiners and other founding members, is working to
establish an Institute for Fraud Studies. The Institute will sponsor or conduct
research in the areas of the prevention and detection of fraud to provide business
and government with insights to reduce the adverse impact of fraud.
Step 5: Promote Fraud Prevention Programs and Controls

To better protect investors and other users of financial statements, we will be
leaders and will work with corporate America and other interested parties to
establish fraud prevention programs and controls. To assist management, we
will establish a task force to determine best practices of fraud prevention
programs. Further, we will create an auditing service that will assess these fraud
programs and controls.
Step 6: Launch an On-line Resource Center

Providing Corporate America and auditors with timely and relevant information
regarding anti-fraud techniques is critical to reducing financial statement fraud.
By October 1,2002, the AICPA will launch an on-line resource center that will
provide ready access to current literature, educational materials and other
practical tools.
Step 7: Develop a Comprehensive On-line Anti-Fraud Education Program
As fraud schemes have become more creative and complex, CPAs in business
and industry as well as internal and external auditors must continually improve
their skills to prevent and detect fraud. The AICPA and the Association of
Certified Fraud Examiners are developing a comprehensive on-line anti-fraud
education program that will target basic and advanced skills. The basic level
course will teach the fundamental principles and skills in the field of fraud
prevention and detection. The advanced level course will use case studies to
teach complex fraudulent financial fraud schemes, interviewing techniques, and
gain knowledge of computer assisted audit techniques. These courses will be
available by October 1,2002.

Step 8: Sponsor an Anti-Fraud Summit to Identify Other Actions to Reduce
Financial Statement Fraud
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Our need to stay one step ahead of individuals that are intent upon perpetrating
financial fraud will never end. As such, the AICPA Board of Directors calls for
leaders in corporate America, audit committees, academia, stock exchanges and
regulators to come together to discuss current issues and future trends. The
objective of the Fall 2002 Anti-Fraud Summit is to identify new initiatives that
could radically reduce the incidence of financial statement fraud and to initiate
collaborative projects among the participating organizations to implement those
initiatives.
Step 9: Issue Revised Auditing Standards on Fraud and the Establishment
of a CPA’s Firms Quality Control System
This Auditing Standards Board (ASB) has proposed a new Statement on Auditing
Standards that establishes standards and provides guidance to auditors in fulfilling
their responsibility as it relates to fraud in an audit of financial statements
conducted in accordance with generally accepted auditing standards. Further, the
ASB is revising its guidance relating to the quality control systems of CPA firms.
We encourage the ASB to conclude its work on the revised fraud standard and the
quality control standards, no later than December 31, 2002.
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